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[References in brackets [1 are to title 42, United States Codel
TITLE XIII—HEALTH MAINTENANCE ORGANIZATIONS

REQUIREMENTS FOR HEALTH MAINTENANCE ORGANIZATIONS

SEc. 1301. [300e] (a) For purposes of this title, the term
“health maintenance organization” means a public or private entity
which is organized under the laws of any State and which (1) pro-
vides basic and supplemental health services to its members in the
manner prescribed by subsection (b), and (2) is organized and oper-
ated in the manner prescribed by subsection (c).

(b) A health maintenance organization shall provide, without
limitations as to time or cost other than those prescribed by or
under this title, basic and supplemental health services to its mem-
bers in the following manner:

(1) Each member is to be provided basic health services for

a basic health services payment which (A) is to be paid on a

periodic basis without regard to the dates health services

(within the basic health services) are provided; (B) is fixed

without regard to the frequency, extent, or kind of health serv-

ice (within the basic health services) actually furnished; (C) ex-
cept in the case of basic health services provided a member
who is a full-time student (as defined by the Secretary) at an
accredited institution of higher education, is fixed under a com-
munity rating system; and (D) may be supplemented by addi-
tional nominal payments which may be required for the provi-
sion of specific services (within the basic health services), ex-
cept that such payments may not be required where or in such

a manner that they serve (as determined under regulations of

the Secretary) as a barrier to the delivery of health services.

Such additional nominal payments shall be fixed in accordance

with the regulations of the Secretary. If a health maintenance

organization offers to its members the opportunity to obtain

basic health services through a physician not described in sub-
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section (b)(3)(A), the organization may require, in addition to
payments described in clause (D) of this paragraph, a reason-
able deductible to be paid by a member when obtaining a basic
health service from such a physician. A health maintenance or-
ganization may include a health service, defined as a supple-
mental health service by section 1302(2), in the basic health
services provided its members for a basic health services pay-
ment described in the first sentence. In the case of an entity
which before it became a qualified health maintenance organi-
zation (within the meaning of section 1310(d)) provided com-
prehensive health services on a prepaid basis, the requirement
of clause (C) shall not apply to such entity until the expiration
of the forty-eight month period beginning with the month fol-
lowing the month in which the entity became such a qualified
health organization. The requirements of this paragraph re-
specting the basic health services payment shall not apply to
the provision of basic health services to a member for an ill-
ness or injury for which the member is entitled to benefits
under a workmen’s compensation law or an insurance policy
but only to the extent such benefits apply to such services. For
the provision of such services for an illness or injury for which
a member is entitled to benefits under such a law, the health
maintenance organization may, if authorized by such law,
charge or authorize the provider of such services to charge, in
accordance with the charges allowed under such law, the insur-
ance carrier, employer, or other entity which under such law
is to pay for the provision of such services or, to the extent that
such member has been paid under such law for such services,
such member. For the provision of such services for an illness
or injury for which a member is entitled to benefits under an
insurance policy, a health maintenance organization may
charge or authorize the provider of such services to charge the
insurance carrier under such policy or, to the extent that such
member has been paid under such policy for such services,
such member.

(2) For such payment or payments (hereinafter in this title
referred to as “supplemental health services payments”) as the
health maintenance organization may require in addition to
the basic health services payment, the organization may pro-
vide to each of its members any of the health services which
are included in supplemental health services (as defined in sec-
tion 1302(2)). Supplemental health services payments which
are fixed on a prepayment basis shall be fixed under a commu-
nity rating system unless the supplemental health services
payment is for a supplemental health service provided a mem-
ber who is a full-time student (as defined by the Secretary) at
an accredited institution of higher education, except that, in
the case of an entity which before it became a qualified health
maintenance organization (within the meaning of section
1310(d)) provided comprehensive health services on a prepaid
basis, the requirement of this sentence shall not apply to such
entity during the forty-eight month period beginning with the
month following the month in which the entity became such a
qualified health maintenance organization.
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(3)(A) Except as provided in subparagraph (B), at least 90
percent of the services of a physician which are provided as
basic health services shall be provided through—

(i) members of the staff of the health maintenance or-
ganization,

(i1) a medical group (or groups),

(iii) an individual practice association (or associations),

(iv) physicians or other health professionals who have
contracted with the health maintenance organization for
the provision of such services, or

(v) any combination of such staff, medical group (or
groups), individual practice association (or associations) or
physicians or other health professionals under contract
with the organization.

(B) Subparagraph (A) does not apply to the provision of the
services of a physician—

(i) which the health maintenance organization deter-
mines, in conformity with regulations of the Secretary, are
unusual or infrequently used, or

(i1) which are provided a member of the organization
in a manner other than that prescribed by subparagraph
(A) because of an emergency which made it medically nec-
essary that the service be provided to the member before
it could be provided in a manner prescribed by subpara-
graph (A).

(C) Contracts between a health maintenance organization
and health professionals for the provision of basic and supple-
mental health services shall include such provisions as the Sec-
retary may require (including provisions requiring appropriate
continuing education).

(D) Contracts between a health maintenance organization
and health professionals for the provision of basic and supple-
mental health services shall include such provisions as the Sec-
retary may require, but only to the extent that such require-
ments are designed to insure the delivery of quality health
care services and sound fiscal management.

(4) Basic health services (and only such supplemental
health services as members have contracted for) shall within
the area served by the health maintenance organization be
available and accessible to each of its members with reasonable
promptness and in a manner which assures continuity, and
when medically necessary be available and accessible twenty-
four hours a day and seven days a week, except that a health
maintenance organization which has a service area located
wholly in a nonmetropolitan area may make a basic health
service available outside its service area if that basic health
service is not a primary care or emergency health care service
and if there is an insufficient number of providers of that basic
health service within the service area who will provide such
service to members of the health maintenance organization. A
member of a health maintenance organization shall be reim-
bursed by the organization for his expenses in securing basic
and supplemental health services other than through the orga-
nization if the services were medically necessary and imme-
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diately required because of an unforeseen illness, injury, or
condition.

(5) To the extent that a natural disaster, war, riot, civil in-
surrection, or any other similar event not within the control of
a health maintenance organization (as determined under regu-
lations of the Secretary) results in the facilities, personnel, or
financial resources of a health maintenance organization not
being available to provide or arrange for the provision of a
basic or supplemental health service in accordance with the re-
quirements of paragraphs (1) through (4) of this subsection,
such requirements only require the organization to make a
good-faith effort to provide or arrange for the provision of such
service within such limitation on its facilities, personnel, or re-
sources.

(6) A health maintenance organization that otherwise
meets the requirements of this title may offer a high-deductible
health plan (as defined in section 220(c)(2) of the Internal Rev-
enue Code of 1986).

(c) Each health maintenance organization shall—
(1)(A) have—
(i) a fiscally sound operation, and
(i) adequate provision against the risk of insolvency,
which is satisfactory to the Secretary, and (B) have administra-
tive and managerial arrangements satisfactory to the Sec-
retary;

(2) assume full financial risk on a prospective basis for the
provision of basic health services, except that a health mainte-
nance organization may (A) obtain insurance or make other ar-
rangements for the cost of providing to any member basic
health services the aggregate value of which exceeds $5,000 in
any year, (B) obtain insurance or make other arrangements for
the cost of basic health services provided to its members other
than through the organization because medical necessity re-
quired their provision before they could be secured through the
organization, (C) obtain insurance or make other arrangements
for not more than 90 per centum of the amount by which its
costs for any of its fiscal years exceed 115 per centum of its in-
come for such fiscal year, and (D) make arrangements with
physicians or other health professionals, health care institu-
tions, or any combination of such individuals or institutions to
assume all or part of the financial risk on a prospective basis
for the provision of basic health services by the physicians or
other health professionals or through the institutions;

(3)(A) enroll persons who are broadly representative of the
various age, social, and income groups within the area it
serves, except that in the case of a health maintenance organi-
zation which has a medically underserved population located
(in whole or in part) in the area it serves, not more than 75
per centum of the members of that organization may be en-
rolled from the medically underserved population unless the
area in which such population resides is also a rural area (as
designated by the Secretary), and (B) carry out enrollment of
members who are entitled to medical assistance under a State
plan approved under title XIX of the Social Security Act in ac-
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cordance with procedures approved under regulations promul-
gated by the Secretary;

(4) not expel or refuse to re-enroll any member because of
his health status or his requirements for health services;

(5) be organized in such a manner that provides meaning-
ful procedures for hearing and resolving grievances between
the health maintenance organization (including the medical
group or groups and other health delivery entities providing
health services for the organization) and the members of the
organization,;

(6) have organizational arrangements, established in ac-
cordance with regulations of the Secretary, for an ongoing
quality assurance program for its health services which pro-
gram (A) stresses health outcomes, and (B) provides review by
physicians and other health professionals of the process fol-
lowed in the provision of health services;

(7) adopt at least one of the following arrangements to pro-
tect its members from incurring liability for payment of any
fees which are the legal obligation of such organization—

(A) a contractual arrangement with any hospital that
is regularly used by the members of such organization pro-
hibiting such hospital from holding any such member lia-
ble for payment of any fees which are the legal obligation
of such organization;

(B) insolvency insurance, acceptable to the Secretary;

(C) adequate financial reserve, acceptable to the Sec-
retary; and

(D) other arrangements, acceptable to the Secretary,
to protect members,

except that the requirements of this paragraph shall not apply to
a health maintenance organization if applicable State law provides
the members of such organization with protection from liability for
payment of any fees which are the legal obligation of such organi-
zation; and

(8) provide, in accordance with regulations of the Secretary (in-
cluding safeguards concerning the confidentiality of the doctor-pa-
tient relationship), an effective procedure for developing, compiling,
evaluating, and reporting to the Secretary, statistics and other in-
formation (which the Secretary shall publish and disseminate on
an annual basis and which the health maintenance organization
shall disclose, in a manner acceptable to the Secretary, to its mem-
bers and the general public) relating to (A) the cost of its oper-
ations, (B) the patterns of utilization of its services, (C) the avail-
ability, accessibility, and acceptability of its services, (D) to the ex-
tent practical, developments in the health status of its members,
and (E) such other matters as the Secretary may require.
The Secretary shall issue regulations stating the circumstances
under which the Secretary, in administering paragraph (1)(A), will
consider the resources of an organization which owns or controls a
health maintenance organization. Such regulations shall require as
a condition to consideration of resources that an organization which
owns or controls a health maintenance organization shall provide
satisfactory assurances that it will assume the financial obligations
of the health maintenance organization.
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(d) An organization that offers health benefits coverage shall
not be considered as failing to meet the requirements of this sec-
tion notwithstanding that it provides, with respect to coverage of-
fered in connection with a group health plan in the small or large
group market (as defined in section 2791(e)), an affiliation period
consistent with the provisions of section 2701(g).

DEFINITIONS

SEC. 1302. [300e-1] For purposes of this title:
(1) The term “basic health services” means—
(A) physician services (including consultant and referral
services by a physician);
(B) inpatient and outpatient hospital services;
(C) medically necessary emergency health services;
(D) short-term (not to exceed twenty visits), outpatient
evaluative and crisis intervention mental health services;
(E) medical treatment and referral services (including re-
ferral services to appropriate ancillary services) for the abuse
of or addiction to alcohol and drugs;
(F) diagnostic laboratory and diagnostic and therapeutic
radiologic services;
(G) home health services; and
(H) preventive health services (including (i) immuniza-
tions, (ii) well-child care from birth, (iii) periodic health evalua-
tions for adults, (iv) voluntary family planning services, (v) in-
fertility services, and (vi) children’s eye and ear examinations
conducted to determine the need for vision and hearing correc-
tion).
Such term does not include a health service which the Secretary,
upon application of a health maintenance organization, determines
is unusual and infrequently provided and not necessary for the pro-
tection of individual health. The Secretary shall publish in the Fed-
eral Register each determination made by him under the preceding
sentence. If a service of a physician described in the preceding sen-
tence may also be provided under applicable State law by a dentist,
optometrist, podiatrist, psychologist, or other health care personnel
a health maintenance organization may provide such service
through a dentist, optometrist, podiatrist, psychologist, or other
health care personnel (as the case may be) licensed to provide such
service. Such term includes a health service directly associated
with an organ transplant only if such organ transplant was re-
quired to be included in basic health services on April 15, 1985. For
purposes of this paragraph, the term “home health services” means
health services provided at a member’s home by health care per-
sonnel, as prescribed or directed by the responsible physician or
other authority designated by the health maintenance organization.

(2) The term “supplemental health services” means any health
service which is not included as a basic health service under para-
graph (1) of this section. If a health service provided by a physician
may also be provided under applicable State law by a dentist, op-
tometrist, podiatrist, psychologist, or other health care personnel,
a health maintenance organization may provide such service
through an optometrist, dentist, podiatrist, psychologist, or other
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health care personnel (as the case may be) licensed to provide such
service.

(3) The term “member” when used in connection with a health
maintenance organization means an individual who has entered
into a contractual agreement, or on whose behalf a contractual ar-
rangement has been entered into, with the organization under
which the organization assumes the responsibility for the provision
to such individual of basic health services and of such supple-
mental health services as may be contracted for.

(4) The term “medical group” means a partnership, association,
or other group—

(A) which is composed of health professionals licensed to
practice medicine or osteopathy and of such other licensed
health professionals (including dentists, optometrists, podia-
trists, and psychologists) as are necessary for the provision of
health services for which the group is responsible;

(B) a majority of the members of which are licensed to
practice medicine or osteopathy; and

(C) the members of which (i) as their principal professional
activity engage in the coordinated practice of their profession
and as a group responsibility have substantial responsibility
for the delivery of health services to members of a health
maintenance organization, except that this clause does not
apply before the end of the forty-eight month period beginning
after the month in which the health maintenance oranization !
becomes a qualified health maintenance organization as de-
fined in section 1310(d), or as authorized by the Secretary in
accordance with regulations that take into consideration the
usual circumstances of the group; (ii) pool their income from
practice as members of the group and distribute it among
themselves according to a prearranged salary or drawing ac-
count or other similar plan unrelated to the provision of spe-
cific health services; (iii) share medical and other records and
substantial portions of major equipment and of professional,
technical, and administrative staff; (iv) arrange for and encour-
age continuing education in the field of clinical medicine and
related areas for the members of the group; and (v) establish
an arrangement whereby a member’s enrollment status is not
known to the health professional who provides health services
to the member.

(5) The term “individual practice association” means a partner-
ship, corporation, association, or other legal entity which has en-
tered into a services arrangement (or arrangements) with persons
who are licensed to practice medicine, osteopathy, dentistry, podia-
try, optometry, psychology, or other health profession in a State
and a majority of whom are licensed to practice medicine or osteop-
athy. Such an arrangement shall provide—

(A) that such persons shall provide their professional serv-
ices in accordance with a compensation arrangement estab-
lished by the entity; and

1So0 in law. Probably should be “organization”.
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(B) to the extent feasible, for the sharing by such persons
of medical and other records, equipment, and professional,
technical, and administrative staff.

(6) The term “health systems agency” means an entity which
is designated in accordance with section 1515 of this Act.

(7) The term “medically underserved population” means the
population of an urban or rural area designated by the Secretary
as an area with a shortage of personal health services or a popu-
lation group designated by the Secretary as having a shortage of
such services. Such a designation may be made by the Secretary
only after consideration of the comments (if any) of (A) each State
health planning and development agency which covers (in whole or
in part) such urban or rural area or the area in which such popu-
lation group resides, and (B) each health systems agency des-
ignated for a health service area which covers (in whole or in part)
such urban or rural area or the area in which such population
group resides.

(8)(A) The term “community rating system” means the sys-
tems, described in subparagraphs (B) and (C), of fixing rates of
payments for health services. A health maintenance organization
may fix its rates of payments under the system described in sub-
paragraph (B) or (C) or under both such systems, but a health
maintenance organization may use only one such system for fixing
its rates of payments for any one group.

(B) A system of fixing rates of payment for health services may
provide that the rates shall be fixed on a per-person or per-family
basis and may authorize the rates to vary with the number of per-
sons in a family, but, except as authorized in subparagraph (D),
such rates must be equivalent for all individuals and for all fami-
lies of similar composition.

(C) A system of fixing rates of payment for health services may
provide that the rates shall be fixed for individuals and families by
groups. Except as authorized in subparagraph (D), such rates must
be equivalent for all individuals in the same group and for all fami-
lies of similar composition in the same group. If a health mainte-
nance organization is to fix rates of payment for individuals and
families by groups, it shall—

(1)) classify all of the members of the organization
into classes based on factors which the health maintenance
organization determines predict the differences in the use
of health services by the individuals or families in each
class and which have not been disapproved by the Sec-
retary,

(IT) determine its revenue requirements for providing
services to the members of each class established under
subclause (I), and

(ITI) fix the rates of payments for the individuals and
families of a group on the basis of a composite of the orga-
nization’s revenue requirements determined under sub-
clause (II) for providing services to them as members of
the classes established under subclause (I), or

(ii) fix the rates of payments for the individuals and
families of a group on the basis of the organization’s rev-
enue requirements for providing services to the group, ex-
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cept that the rates of payments for the individuals and

families of a group of less than 100 persons may not be

fixed at rates greater than 110 percent of the rate that

would be fixed for such individuals and families under sub-

paragraph (B) or clause (i) of this subparagraph.
The Secretary shall review the factors used by each health mainte-
nance organization to establish classes under clause (i). If the Sec-
retary determines that any such factor may not reasonably be used
to predict the use of the health services by individuals and families,
the Secretary shall disapprove such factor for such purpose. If a
health maintenance organization is to fix rates of payment for a
group under clause (ii), it shall, upon request of the entity with
which it contracts to provide services to such group, disclose to that
entity the method and data used in calculating the rates of pay-
ment.

(D) The following differentials in rates of payments may be es-
tablished under the systems described in subparagraphs (B) and
(C):

(i) Nominal differentials in such rates may be established
to reflect differences in marketing costs and the different ad-
ministrative costs of collecting payments from the following
categories of members:

(I) Individual members (including their families).

(II) Small groups of members (as determined under
regulations of the Secretary).

(IIT) Large groups of members (as determined under
regulations of the Secretary).

(ii) Nominal differentials in such rates may be established
to reflect the compositing of the rates of payment in a system-
atic manner to accommodate group purchasing practices of the
various employers.

(iii) Differentials in such rates may be established for
members enrolled in a health maintenance organization pursu-
ant to a contract with a governmental authority under section
1079 or 1086 of title 10, United States Code, or under any
other governmental program (other than the health benefits
program authorized by chapter 89 of title 5, United States
Code) or any health benefits program for employees of States,
political subdivision of States, and other public entities.

(9) The term “non-metropolitan area” means an area no part
of which is within an area designated as a standard metropolitan
statistical area by the Office of Management and Budget and which
does not contain a city whose population exceeds fifty thousand in-
dividuals.

LOANS AND LOAN GUARANTEES FOR INITIAL COSTS OF OPERATION

SEC. 1305. [300e—4] (a) The Secretary may—
(1) make loans to public or private health maintenance or-
ganizations to assist them in meeting the amount by which
their costs of operation during a period not to exceed the first
sixty months of their operation exceed their revenues in that
period;
September 19, 2019 As Amended Through P.L. 112-240, Enacted January 2, 2013
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(2) make loans to public or private health maintenance or-
ganizations to assist them in meeting the amount by which
their costs of operation, which the Secretary determines are at-
tributable to significant expansion in their membership or area
served and which are incurred during a period not to exceed
the first sixty months of their operation after such expansion,
exceed their revenues in that period which the Secretary deter-
mines are attributable to such expansion; and

(3) guarantee to non-Federal lenders payment of the prin-
cipal of and the interest on loans made to private health main-
tenance organizations for the amounts referred to in para-
graphs (1) and (2).

No loan or loan guarantee may be made under this subsection for
the costs of operation of a health maintenance organization unless
the Secretary determines that the organization has made all rea-
sonable attempts to meet such costs, and unless the Secretary has
made a grant or loan to, entered into a contract with, or guaran-
teed a loan for, the organization in fiscal year 1981, 1982, 1983,
1984, or 1985 under this section or section 1304(b) (as in effect be-
fore October 1, 1985).

(b)(1) Except as provided in paragraph (2), the aggregate
amount of principal of loans made or guaranteed, or both, under
subsection (a) for a health maintenance organization may not ex-
ceed $7,000,000. In any twelve-month period the amount disbursed
to a health maintenance organization under this section (either di-
rectly by the Secretary, by an escrow agent under the terms of an
escrow agreement, or by a lender under a guaranteed loan) may
not exceed $3,000,000.

(2) The cumulative total of the principal of the loans out-
standing at any time which have been directly made or with re-
spect to which guarantees have been issued under subsection (a)
may not exceed such limitations as may be specified in appropria-
tion Acts.

(c) Loans under this section shall be made from the fund estab-
lished under section 1308(e).

(d) No loan may be made or guaranteed under this section
after September 30, 1986.

(e) Of the sums used for loans under this section in any fiscal
year from the loan fund established under section 1308(e), not less
than 20 per centum shall be used for loans for projects (1) for the
initial operation of health maintenance organizations which the
Secretary determines have not less than 66 per centum of their
membership drawn from residents of nonmetropolitan areas, and
(2) the applications for which meet the requirements of this title
for approval.

(f) In considering applications for loan guarantees under this
section, the Secretary shall give special consideration to applica-
tions for health maintenance organizations which will serve medi-
cally underserved populations.
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APPLICATION REQUIREMENTS

SEC. 1306. [300e-5] (a) No loan or loan guarantee may be
made under this title unless an application therefor has been sub-
mitted to and approved by the Secretary.

(b) The Secretary may not approve an application for a loan or
loan guarantee under this title unless—

(1) such application meets the requirements of section
1308;

(2) in the case of an application for assistance under sec-
tion 1305, he determines that the applicant making the appli-
cation would not be able to complete the project or undertaking
for which the application is submitted without the assistance
applied for;

(3) the application contains satisfactory specification of the
existing or anticipated (A) population group or groups to be
served by the proposed or existing health maintenance organi-
zation described in the application, (B) membership of such or-
ganization, (C) methods, terms, and periods of the enrollment
of members of such organization, (D) estimated costs per mem-
ber of the health and educational services to be provided by
such organization and the nature of such costs, (E) sources of
professional services for such organization, and organizational
arrangements of such organization for providing health and
educational services, (F) organizational arrangements of such
organization for an ongoing quality assurance program in con-
formity with the requirements of section 1301(c), (G) sources of
prepayment and other forms of payment for the services to be
provided by such organization, (H) facilities, and additional
capital investments and sources of financing therefor, available
to such organization to provide the level and scope of services
proposed, (I) administrative, managerial, and financial ar-
rangements and capabilities of such organization, (J) role for
members in the planning and policymaking for such organiza-
tion, (K) grievance procedures for members of such organiza-
tion, and (L) evaluations of the support for and acceptance of
such organization by the population to be served, the sources
of operating support, and the professional groups to be in-
volved or affected thereby;

(4) contains or is supported by assurances satisfactory to
the Secretary that the applicant making the application will,
in accordance with such criteria as the Secretary shall by regu-
lation prescribe, enroll, and maintain an enrollment of the
maximum number of members that its available and potential
resources (as determined under regulations of the Secretary)
will enable it to effectively serve;

(5) in the case of an application made for a project which
previously received a grant, contract, loan, or loan guarantee
under this title, such application contains or is supported by
assurances satisfactory to the Secretary that the applicant
making the application has the financial capability to ade-
quately carry out the purposes of such project and has devel-
oped and operated such project in accordance with the require-
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ments of this title and with the plans contained in previous ap-

plications for such assistance;

(6) the application contains such assurances as the Sec-
retary may require respecting the intent and the ability of the
applicant to meet the requirements of paragraphs (1) and (2)
of section 1301(b) respecting the fixing of basic health services
payments and supplemental health services payments under a
community rating system; and

(7) the application is submitted in such form and manner,
and contains such additional information, as the Secretary
shall prescribe in regulations.

An organization making multiple applications for more than one
loan or loan guarantee under this title, simultaneously or over the
course of time, shall not be required to submit duplicate or redun-
dant information but shall be required to update the specifications
(required by paragraph (3)) respecting the existing or proposed
health maintenance organization in such manner and with such
frequency as the Secretary may by regulation prescribe. In deter-
mining, for purposes of paragraph (2), whether an applicant would
be able to complete a project or undertaking without the assistance
applied for, the Secretary shall not consider any asset of the appli-
cant the obligation of which for such undertaking or project would
jeopardize the fiscal soundness of the applicant.

(c) The Secretary shall by regulation establish standards and
procedures for health systems agencies to follow in reviewing and
Cﬁmmeflting on applications for loans and loan guarantees under
this title.

ADMINISTRATION OF ASSISTANCE PROGRAMS

SEC. 1307. [300e-61 (a)(1) Each recipient of a loan or loan
guarantee under this title shall keep such records as the Secretary
shall prescribe, including records which fully disclose the amount
and disposition by such recipient of the proceeds of the loan (di-
rectly made or guaranteed), the total cost of the undertaking in
connection with which the loan was given or used, the amount of
that portion of the cost of the undertaking supplied by other
sources, and such other records as will facilitate an effective audit.

(2) The Secretary, or any of his duly authorized representa-
tives, shall have access for the purpose of audit and examination
to any books, documents, papers, and records of the recipients of
a loan or loan guarantee under this title which relate to such as-
sistance.

(b) Upon expiration of the period for which a loan or loan guar-
antee was provided an entity under this title, such entity shall
make a full and complete report to the Secretary in such manner
as he may by regulation prescribe. Each such report shall contain,
among such other matters as the Secretary may by regulation re-
quire, descriptions of plans, developments, and operations relating
to the matters referred to in section 1306(b)(3).

(d)2 An entity which provides health services to a defined pop-
ulation on a prepaid basis and which has members who are enti-
tled to insurance benefits under title XVIII of the Social Security

2Former subsection (c) was repealed by section 803(a) of Public Law 99-660.
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Act or to medical assistance under a State plan approved under
title XIX of such Act may be considered as a health maintenance
organization for purposes of receiving assistance under this title
if—

(1) with respect to its members who are entitled to such
insurance benefits or to such medical assistance it (A) provides
health services in accordance with section 1301(b), except that
(i) it does not furnish to those members the health services
(within the basic health services) for which it may not be com-
pensated under such title XVIII or such State plan, and (ii) it
does not fix the basic or supplemental health services payment
for such members under a community rating system, and (B)
is organized and operated in the manner prescribed by section
1301(c), except that it does not assume full financial risk on a
prospective basis for the provision to such members of basic or
supplemental health services with respect to which it is not re-
quired under such title XVIII or such State plan to assume
such financial risk; and

(2) with respect to its other members it provides health
services in accordance with section 1301(b) and is organized
and operated in the manner prescribed by section 1301(c).

An entity which provides health services to a defined population on
a prepaid basis and which has members who are enrolled under
the health benefits program authorized by chapter 89 of title 5,
United States Code, may be considered as a health maintenance or-
ganization for purposes of receiving assistance under this title if
with respect to its other members it provides health services in ac-
cordance with section 1301(b) and is organized and operated in the
manner prescribed by section 1301(c).

GENERAL PROVISIONS RELATING TO LOAN GUARANTEES AND LOANS

SEC. 1308. [300e—7] (a)(1) The Secretary may not approve an
application for a loan guarantee under this title unless he deter-
mines that (A) the terms, conditions, security (if any), and schedule
and amount of repayments with respect to the loan are sufficient
to protect the financial interests of the United States and are oth-
erwise reasonable, including a determination that the rate of inter-
est does not exceed such per centum per annum on the principal
obligation outstanding as the Secretary determines to be reason-
able, taking into account the range of interest rates prevailing in
the private market for loans with similar maturities, terms, condi-
tions, and security and the risks assumed by the United States,
and (B) the loan would not be available on reasonable terms and
conditions without the guarantee under this title.

(2)(A) The United States shall be entitled to recover from the
applicant for a loan guarantee under this title the amount of any
payment made pursuant to such guarantee, unless the Secretary
for good cause waives such right of recovery; and, upon making any
such payment, the United States shall be subrogated to all of the
rights of the recipient of the payments with respect to which the
guarantee was made.

(B) To the extent permitted by subparagraph (C), any terms
and conditions applicable to a loan guarantee under this title (in-
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cluding terms and conditions imposed under subparagraph (D))
may be modified by the Secretary to the extent he determines it
to be consistent with the financial interest of the United States.

(C) Any loan guarantee made by the Secretary under this title
shall be incontestable (i) in the hands of an applicant on whose be-
half such guarantee is made unless the applicant engaged in fraud
or misrepresentation in securing such guarantee, and (ii) as to any
person (or his successor in interest) who makes or contracts to
make a loan to such applicant in reliance thereon unless such per-
son (or his successor in interest) engaged in fraud or misrepresen-
tation in making or contracting to make such loan.

(D) guarantees of loans under this title shall be subject to such
further terms and conditions as the Secretary determines to be nec-
essary to assure that the purposes of this title will be achieved.

(b)(1) The Secretary may not approve an application for a loan
under this title unless—

(A) the Secretary is reasonably satisfied that the applicant
therefor will be able to make payments of principal and inter-
est thereon when due, and

(B) the applicant provides the Secretary with reasonable
assurances that there will be available to it such additional
funds as may be necessary to complete the project or under-
taking with respect to which such loan is requested.

(2) Any loan made under this title shall (A) have such security,
(B) have such maturity date, (C) be repayable in such installments,
(D) on the date the loan is made, bear interest at a rate com-
parable to the rate of interest prevailing on such date with respect
to marketable obligations of the United States of comparable matu-
rities, adjusted to provide for appropriate administrative charges,
and (E) be subject to such other terms and conditions (including
provisions for recovery in case of default), as the Secretary deter-
mines to be necessary to carry out the purposes of this title while
adequately protecting the financial interests of the United States.
On the date disbursements are made under a loan after the initial
disbursement under the loan, the Secretary may change the rate
of interest on the amount of the loan disbursed on that date to a
rate which is comparable to the rate of interest prevailing on the
date the subsequent disbursement is made with respect to market-
able obligations of the United States of comparable maturities, ad-
justed to provide for appropriate administrative charges.

(8) The Secretary may, for good cause but with due regard to
the financial interests of the United States, waive any right of re-
covery which he has by reason of the failure of a borrower to make
payments of principal of and interest on a loan made under this
title, except that if such loan is sold and guaranteed, any such
waiver shall have no effect upon the Secretary’s guarantee of time-
ly payment of principal and interest.

(c)(1) The Secretary may from time to time, but with due re-
gard to the financial interests of the United States, sell loans made
by him under this title.

(2) The Secretary may agree, prior to his sale of any such loan,
to guarantee to the purchaser (and any successor in interest of the
purchaser) compliance by the borrower with the terms and condi-
tions of such loan. Any such agreement shall contain such terms
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and conditions as the Secretary considers necessary to protect the
financial interests of the United States or as otherwise appropriate.
Any such agreement may (A) provide that the Secretary shall act
as agent of any such purchaser for the purpose of collecting from
the borrower to which such loan was made and paying over to such
purchaser, any payments of principal and interest payable by such
organization under such loan; and (B) provide for the repurchase
by the Secretary of any such loan on such terms and conditions as
may be specified in the agreement. The full faith and credit of the
United States is pledged to the payment of all amounts which may
be required to be paid under any guarantee under this paragraph.

(3) After any loan under this title to a public health mainte-
nance organization has been sold and guaranteed under this sub-
section, interest paid on such loan which is received by the pur-
chaser thereof (or his successor in interest) shall be included in the
gross income of the purchaser of the loan (or his successor in inter-
est) for the purpose of chapter 1 of the Internal Revenue Code of
1954.

(4) Amounts received by the Secretary as proceeds from the
sale of loans under this subsection shall be deposited in the loan
fund established under subsection (e).

(5) Any reference in this title (other than in this subsection
and in subsection (d)) to a loan guarantee under this title does not
include a loan guarantee made under this subsection.

(d)(1) There is established in the Treasury a loan guarantee
fund (hereinafter in this subsection referred to as the “fund”) which
shall be available to the Secretary without fiscal year limitation, in
such amounts as may be specified from time to time in appropria-
tion Acts, to enable him to discharge his responsibilities under loan
guarantees issued by him under this title and to take the action
authorized by subsection (f). There are authorized to be appro-
priated from time to time such amounts as may be necessary to
provide the sums required for the fund. To the extent authorized
in appropriation Acts, there shall also be deposited in the fund
amounts received by the Secretary in connection with loan guaran-
tees under this title and other property or assets derived by him
from his operations respecting such loan guarantees, including any
money derived from the sale of assets.

(2) If at any time the sums in the funds are insufficient to en-
able the Secretary to discharge his responsibilities under guaran-
tees issued by him before October 1, 1986, under this title and to
take the action authorized by subsection (f), he is authorized to
issue to the Secretary of the Treasury notes or other obligations in
such forms and denominations, bearing such maturities, and sub-
ject to such terms and conditions, as may be prescribed by the Sec-
retary with the approval of the Secretary of Treasury. Such notes
or other obligations shall bear interest at a rate determined by the
Secretary of the Treasury, taking into consideration the current av-
erage market yield on outstanding marketable obligations of the
United States of comparable maturities during the month pre-
ceding the issuance of the notes or other obligations. The Secretary
of the Treasury shall purchase any notes and other obligations
issued under this paragraph and for that purpose he may use as
a public debt transaction the proceeds from the sale of any securi-
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ties issued under the Second Liberty Bond Act, and the purposes
for which the securities may be issued under that Act are extended
to include any purchase of such notes and obligations. The Sec-
retary of the Treasury may at any time sell any of the notes or
other obligations acquired by him under this paragraph. All re-
demptions, purchases, and sales by the Secretary of the Treasury
of such notes or other obligations shall be treated as public debt
transactions of the United States. Sums borrowed under this para-
graph shall be deposited in the fund and redemption of such notes
and obligations shall be made by the Secretary from the fund.

(e) There is established in the Treasury a loan fund (herein-
after in this subsection referred to as the “fund”) which shall be
available to the Secretary without fiscal year limitation, in such
amounts as may be specified from time to time in appropriation
Acts, to enable him to make loans under this title and to take the
action authorized by subsection (f). There shall also be deposited in
the fund amounts received by the Secretary as interest payments
and repayment of principal on loans made under this title and
other property or assets derived by him from his operations re-
specting such loans, from the sale of loans under subsection (c) of
this section, or from the sale of assets.

(f) The Secretary may take such action as he deems appro-
priate to protect the interest of the United States in the event of
a default on a loan made or guaranteed under this title, including
taking possession of, holding, and using real property pledged as
security for such a loan or loan guarantee.

AUTHORIZATIONS OF APPROPRIATIONS

SEC. 1309. [300e-8] (a) For grants under section 1317 there
is authorized to be appropriated $1,000,000 for each of the fiscal
years 1982, 1983, and 1984.

(b) To meet the obligations of the loan fund established under
section 1308(e) resulting from defaults on loans made from the
fund and to meet the other obligations of the fund, there is author-
ized to be appropriated to the loan fund for fiscal years 1987, 1988,
and 1989, such sums as may be necessary.

EMPLOYEES’ HEALTH BENEFITS PLANS

SEC. 1310.3 [300e-9] (a) In accordance with regulations which
the Secretary shall prescribe—
(1) each employer—
(A) which is required during any calendar quarter to
pay its employees the minimum wage prescribed by section
6 of the Fair Labor Standards Act of 1938 (or would be re-

3 Section 1310 as shown above was added by section 7(b) of Public Law 100-517. Such section
provided in part as follows: “Effective 7 years after the date of the enactment of this Act [Octo-
ber 24, 1988], section 1310 (42 U.S.C. 300e-9) is amended to read as follows”.

Section 7(a)(3) of such Public Law provides that nothing in section 1310 shall be construed
to supersede any provision of a collective bargaining agreement in effect on [October 24, 1988].

Section 9 of such Public Law provides as follows: “With respect to abortion services, the Sec-
retary of Health and Human Services shall not promulgate or issue any regulations, policy
statements, or interpretations or develop any practices concerning the performance of medically
necessary procedures if such regulations, policy statements, interpretations, or practices would
be inconsistent with those in effect on [October 24, 1988].”.
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quired to pay its employees such wage but for section 13(a)
of such Act), and
(B) which during such calendar quarter employed an
average number of employees of not less than 25, and
(2) any State and each political subdivision thereof which
during any calendar quarter employed an average number of
employees of not less than 25, as a condition of payment to the

State of funds under section 317, 318, or 1002,
which offers to its employees in the calendar year beginning after
such calendar quarter the option of membership in a qualified
health maintenance organization which is engaged in the provision
of basic health services in a health maintenance organization serv-
ice area in which at least 25 of such employees reside shall meet
the requirements of subsection (b) with respect to any qualified
health maintenance organization offered by the employer or State
or political subdivision.

(b)(1) If a health benefits plan offered by an employer or a
State or political subdivision includes contributions for services of-
fered under the plan, the employer or State or political subdivision
shall make a contribution under the plan for services offered by a
qualified health maintenance organization in an amount which
does not financially discriminate against an employee who enrolls
in such organization. For purposes of the preceding sentence, an
employer’s or a State’s or political subdivision’s contribution does
not financially discriminate if the employer’s or State’s or political
subdivision’s method of determining the contributions on behalf of
all employees is reasonable and is designed to assure employees a
fair choice among health benefits plans.

(2) Each employer or State or political subdivision which pro-
vides payroll deductions as a means of paying employees’ contribu-
tions for health benefits or which provides a health benefits plan
to which an employee contribution is not required shall, with the
consent of an employee who exercises option of membership in a
qualified health maintenance organization, arrange for the employ-
ee’s contribution for membership in the organization to be paid
through payroll deductions.

(3) No employer or State or political subdivision shall be re-
quired to pay more for health benefits as a result of the application
of this subsection than would otherwise be required by any pre-
vailing collective bargaining agreement or other legally enforceable
contract for the provision of health benefits between the employer
or State or political subdivision and its employees.

(c) For purposes of this section, the term “qualified health
maintenance organization” means (1) a health maintenance organi-
zation which has provided assurances satisfactory to the Secretary
that it provides basic and supplemental health services to its mem-
bers in the manner prescribed by section 1301(b) and that it is or-
ganized and operated in the manner prescribed by section 1301(c),
and (2) an entity which proposes to become a health maintenance
organization and which the Secretary determines will when it be-
comes operational provide basic and supplemental health services
to its members in the manner prescribed by section 1301(b) and
will be organized and operated in the manner prescribed by section
1301(c).
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(d)(1) Any employer who knowingly does not comply with one
or more of the requirements of paragraph (1) or (2) of subsection
(b) shall be subject to a civil penalty of not more than $10,000. If
such noncompliance continues, a civil penalty may be assessed and
collected under this subsection for each thirty-day period such non-
compliance continues. Such penalty may be assessed by the Sec-
retary and collected in a civil action brought by the United States
in a United States district court.

(2) In any proceeding by the Secretary to assess a civil penalty
under this subsection, no penalty shall be assessed until the em-
ployer charged shall have been given notice and an opportunity to
present its views on such charge. In determining the amount of the
penalty, or the amount agreed upon in compromise, the Secretary
shall consider the gravity of the noncompliance and the dem-
onstrated good faith of the employer charged in attempting to
achieve rapid compliance after notification by the Secretary of a
noncompliance.

(3) In any civil action brought to review the assessment of a
civil penalty assessed under this subsection, the court shall, at the
request of any party to such action, hold a trial de novo on the as-
sessment of such civil penalty and in any civil action to collect such
a civil penalty, the court shall, at the request of any party to such
action, hold a trial de novo on the assessment of such civil penalty
unless in a prior civil action to review the assessment of such pen-
alty the court held a trial de novo on such assessment.

(e) For purposes of this section, the term “employer” does not
include (1) the Government of the United States, the government
of the District of Columbia or any territory or possession of the
United States, a State or any political subdivision thereof, or any
agency or instrumentality (including the United States Postal Serv-
ice and Postal Rate Commission) of any of the foregoing, except
that such term includes nonappropriated fund instrumentalities of
the Government of the United States; or (2) a church, convention
or association of churches, or any organization operated, supervised
or controlled by a church, convention or association of churches
which organization (A) is an organization described in section
501(c)(3) of the Internal Revenue Code of 1986, and (B) does not
discriminate (i) in the employment, compensation, promotion, or
termination of employment of any personnel, or (ii) in the extension
of staff or other privileges to any physician or other health per-
sonnel, because such persons seek to obtain or obtained health
care, or participate in providing health care, through a health
maintenance organization.

(f) If the Secretary, after reasonable notice and opportunity for
a hearing to a State, finds that it or any of its political subdivisions
has failed to comply with paragraph (1) or (2) of subsection (b), the
Secretary shall terminate payments to such State under sections
317, 318, and 1002 and notify the Governor of such State that fur-
ther payments under such sections will not be made to the State
until the Secretary is satisfied that there will no longer be any
such failure to comply.
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RESTRICTIVE STATE LAWS AND PRACTICES

SEC. 1311. [300e-10] (a) In the case of any entity—

(1) which cannot do business as a health maintenance or-
ganization in a State in which it proposes to furnish basic and
supplemental health services because that State by law, regu-
lation, or otherwise—

(A) requires as a condition to doing business in that
State that a medical society approve the furnishing of
services by the entity,

(B) requires that physicians constitute all or a percent-
age of its governing body,

(C) requires that all physicians or a percentage of phy-
sicians in the locale participate or be permitted to partici-
pate in the provision of services for the entity,

(D) requires that the entity meet requirements for in-
surers of health care services doing business in that State
respecting initial capitalization and establishment of finan-
cial reserves against insolvency, or

(E) imposes requirements which would prohibit the
engty from complying with the requirements of this title,
an
(2) for which a grant, contract, loan, or loan guarantee was

made under this title or which is a qualified health mainte-

nance organization for purposes of section 1310 (relating to em-
ployees’ health benefits plans),
such requirements shall not apply to that entity so as to prevent
it from operating as a health maintenance organization in accord-
ance with section 1301.

(b) No State may establish or enforce any law which prevents
a health maintenance organization for which a grant, contract,
loan, or loan guarantee was made under this title or which is a
qualified health maintenance organization for purposes of section
1310 (relating to employees’ health benefits plans), from soliciting
members through advertising its services, charges, or other non-
professional aspects of its operation. This subsection does not au-
thorize any advertising which identifies, refers to, or makes any
qualitative judgment concerning, any health professional who pro-
vides services for a health maintenance organization.

(c) The Secretary shall, within 6 months after the date of the
enactment of this subsection, develop a digest of State laws, regula-
tions, and practices pertaining to development, establishment, and
operation of health maintenance organizations which shall be up-
dated at least annually and relevant sections of which shall be pro-
vided to the Governor of each State annually. Such digest shall in-
dicate which State laws, regulations, and practices appear to be in-
consistent with the operation of this section. The Secretary shall
also insure that appropriate legal consultative assistance is avail-
able to the States for the purpose of complying with the provisions
of this section.

CONTINUED REGULATION OF HEALTH MAINTENANCE ORGANIZATIONS

SEC. 1312. [300e—-11] (a) If the Secretary determines that an
entity which received a grant, contract, loan, or loan guarantee
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under this title as a health maintenance organization or which was
included in a health benefits plan offered to employees pursuant to
section 1310—
(1) fails to provide basic and supplemental services to its
members,
(2) fails to provide such services in the manner prescribed
by section 1301(b), or
(3) is not organized or operated in the manner prescribed

by section 1301(c),
the Secretary may take the action authorized by subsection (b).

(b)(1) If the Secretary makes, with respect to any entity which
provided assurances to the Secretary under section 1310(d)(1), a
determination described in subsection (a), the Secretary shall notify
the entity in writing of the determination. Such notice shall specify
the manner in which the entity has not complied with such assur-
ances and direct that the entity initiate (within 30 days of the date
the notice is issued by the Secretary or within such longer period
as the Secretary determines is reasonable) such action as may be
necessary to bring (within such period as the Secretary shall pre-
scribe) the entity into compliance with the assurances. If the entity
fails to initiate corrective action within the period prescribed by the
notice or fails to comply with the assurances within such period as
the Secretary prescribes, then after the Secretary provides the enti-
ty a reasonable opportunity for reconsideration of his determina-
tion, including, at the entity’s election, a fair hearing (A) the entity
shall not be a qualified health maintenance organization for pur-
poses of section 1310 until such date as the Secretary determines
that it is in compliance with the assurances, and (B) each employer
which has offered membership in the entity in compliance with sec-
tion 1310, each lawfully recognized collective bargaining represent-
ative or other employee representative which represents the em-
ployees of each such employer, and the members of such entity
shall be notified by the entity that the entity is not a qualified
health maintenance organization for purposes of such section. The
notice required by clause (B) of the preceding sentence shall con-
tain, in readily understandable language, the reasons for the deter-
mination that the entity is not a qualified health maintenance or-
ganization. The Secretary shall publish in the Federal Register
each determination referred to in this paragraph.

(2) If the Secretary makes, with respect to an entity which has
received a grant, contract, loan, or loan guarantee under this title,
a determination described in subsection (a), the Secretary may, in
addition to any other remedies available to him, bring a civil action
in the United States district court for the district in which such en-
tity is located to enforce its compliance with the assurances it fur-
nished respecting the provision of basic and supplemental health
services or its organization or operation, as the case may be, which
assurances were made in connection with its application under this
title for the grant, contract, loan, or loan guarantee.
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LIMITATION ON SOURCE OF FUNDING FOR HEALTH MAINTENANCE
ORGANIZATIONS

SeEc. 1313. [300e-12] No funds appropriated under any provi-
sion of this Act (except as provided in sections 329 and 330) other
than this title may be used—

(1) for grants or contracts for surveys or other activities to
determine the feasibility of developing or expanding health
maintenance organizations or other entities which provide, di-
rectly or indirectly, health services to a defined population on
a prepaid basis;

(2) for grants or contracts, or for payments under loan
guarantees, for planning projects for the establishment or ex-
pansion of such organizations or entities;

(3) for grants or contracts, or for payments under loan
guarantees, for projects for the initial development or expan-
sion of such organizations or entities; or

(4) for loans, or for payments under loan guarantees, to as-
sist in meeting the costs of the initial operation after establish-
ment or expansion of such organizations or entities or in meet-
ing the costs of such organizations in acquiring or constructing
ambulatory health care facilities.

ANNUAL REPORT

SEC. 1315. [300e-14] (a) The Secretary shall periodically re-
view the programs of assistance authorized by this title and make
an annual report to the Congress of a summary of the activities
under each program. The Secretary shall include in such sum-
mary—

(1) a summary of each grant, contract, loan, or loan guar-
antee made under this title in the period covered by the report
and a list of the health maintenance organizations which dur-
ing such period became qualified health maintenance organiza-
tions for purposes of section 1310;

(2) the statistics and other information reported in such
period to the Secretary in accordance with section 1301(c)(11);

(3) findings with respect to the ability of the health main-
tenance organizations assisted under this title—

(A) to operate on a fiscally sound basis without contin-
ued Federal financial assistance,

(B) to meet the requirements of section 1301(c) re-
specting their organization and operation,

(C) to provide basic and supplemental health services
in the manner prescribed by section 1301(b),

(D) to include indigent and high-risk individuals in
their membership, and

(E) to provide services to medically underserved popu-
lations; and
(4) findings with respect to—

(A) the operation of distinct categories of health main-
tenance organizations in comparison with each other,

(B) health maintenance organizations as a group in
comparison with alternative forms of health care delivery,
and
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(C) the impact that health maintenance organizations,
individually, by category, and as a group, have on the
health of the public.

(b) The Office of Management and Budget may review the Sec-
retary’s report under subsection (a) before its submission to the
Congress, but the Office may not revise the report or delay its sub-
mission, and it may submit to the Congress its comments (and
those of other departments or agencies of the Government) respect-
ing such report.

TRAINING AND TECHNICAL ASSISTANCE

SEc. 1317. [300e-16]1 (a)(1) The Secretary shall establish a
National Health Maintenance Organization Intern Program (here-
inafter in this subsection referred to as the “Program”) for the pur-
pose of providing training to individuals to become administrators
and medical directors of health maintenance organizations or to as-
sume other managerial positions with health maintenance organi-
zations. Under the Program the Secretary may directly provide in-
ternships for such training and may make grants to or enter into
contracts with health maintenance organizations and other entities
to provide such internships.

(2) No internship may be provided by the Secretary and no
grant may be made or contract entered into by the Secretary for
the provision of internships unless an application therefor has been
submitted to and approved by the Secretary. Such an application
shall be in such form and contain such information, and be sub-
mitted to the Secretary in such manner, as the Secretary shall pre-
scribe. Section 1306 does not apply to an application submitted
under this section.

(3) Internships under the Program shall provide for such sti-
pends and allowances (including travel and subsistence expenses
and dependency allowances) for the recipients of the internships as
the Secretary deems necessary. An internship provided an indi-
vidual for training at a health maintenance organization or any
other entity shall also provide for payments to be made to the orga-
nization or other entity for the cost of support services (including
the cost of salaries, supplies, equipment, and related items) pro-
vided such individual by such organization or other entity. The
amount of any such payments to any organization or other entity
shall be determined by the Secretary and shall bear a direct rela-
tionship to the reasonable costs of the organization or other entity
for establishing and maintaining its training programs.

(4) Payments under grants under the Program may be made
in advance or by way of reimbursement, and at such intervals and
on such conditions, as the Secretary finds necessary.

(b) The Secretary shall provide technical assistance (1) to enti-
ties intending to become a qualified health maintenance organiza-
tion within the meaning of section 1310(d), and (2) to health main-
tenance organizations. The Secretary may provide such technical
assistance through grants to public and nonprofit private entities
and contracts with public and private entities.

(c) The authority of the Secretary to enter into contracts under
subsections (a) and (b) shall be effective for any fiscal year only to
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such extent or in such amounts as are provided in advance by ap-
propriation Acts.

FINANCIAL DISCLOSURE

SEC. 1318. [300e-17] (a) Each health maintenance organiza-
tion shall, in accordance with regulations of the Secretary, report
{:o the Secretary financial information which shall include the fol-
owing:

(1) Such information as the Secretary may require dem-
onstrating that the health maintenance organization has a fis-
cally sound operation.

(2) A copy of the report, if any, filed with the Centers for
Medicare & Medicaid Services containing the information re-
quired to be reported under section 1124 of the Social Security
Act by disclosing entities and the information required to be
supplied under section 1902(a)(38) of such Act.

(3) A description of transactions, as specified by the Sec-
retary, between the health maintenance organization and a
party in interest. Such transactions shall include—

(A) any sale or exchange, or leasing of any property
between the health maintenance organization and a party
in interest;

(B) any furnishing for consideration of goods, services
(including management services), or facilities between the
health maintenance organization and a party in interest,
but not including salaries paid to employees for services
provided in the normal course of their employment and
health services provided to members by hospitals and
other providers and by staff, medical group (or groups), in-
dividual practice association (or associations), or any com-
bination thereof; and

(C) any lending of money or other extension of credit
between a health maintenance organization and a party in
interest.

The Secretary may require that information reported respecting a
health maintenance organization which controls, is controlled by,
or is under common control with, another entity be in the form of
a consolidated financial statement for the organization and such
entity.

(b) For the purposes of this section the term “party in interest”
means:

(1) any director, officer, partner, or employee responsible
for management or administration of a health maintenance or-
ganization, any person who is directly or indirectly the bene-
ficial owner of more than 5 per centum of the equity of the or-
ganization, any person who is the beneficial owner of a mort-
gage, deed of trust, note, or other interest secured by, and val-
uing more than 5 per centum of the health maintenance orga-
nization, and, in the case of a health maintenance organization
organized as a nonprofit corporation, an incorporator or mem-
ber of such corporation under applicable State corporation law;

(2) any entity in which a person described in paragraph
(1H)—
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(A) is an officer or director;

(B) is a partner (if such entity is organized as a part-
nership);

(C) has directly or indirectly a beneficial interest of
more than 5 per centum of the equity; or

(D) has a mortgage, deed of trust, note, or other inter-
est valuing more than 5 per centum of the assets of such
entity;

(3) any person directly or indirectly controlling, controlled
by, or under common control with a health maintenance orga-
nization; and

(4) any spouse, child, or parent of an individual described
in paragraph (1).

(c) Each health maintenance organization shall make the infor-
mation reported pursuant to subsection (a) available to its enrollees
upon reasonable request.

(d) The Secretary shall, as he deems necessary, conduct an
evaluation of transactions reported to the Secretary under sub-
section (a)(3) for the purpose of determining their adverse impact,
if any, on the fiscal soundness and reasonableness of charges to the
health maintenance organization with respect to which they tran-
spired. The Secretary shall evaluate the reported transactions of
not less than five, or if there are more than twenty health mainte-
nance organizations reporting such transactions, not less than one-
fourth of the health maintenance organizations reporting any such
transactions under subsection (a)(3).

(f)* Nothing in this section shall be construed to confer upon
the Secretary any authority to approve or disapprove the rates
charged by any health maintenance organization.

(g) Any health maintenance organization failing to file with the
Secretary the annual financial statement required in subsection (a)
shall be ineligible for any Federal assistance under this title until
such time as such statement is received by the Secretary and shall
not be a qualified health maintenance organization for purposes of
section 1310.

(h) Whoever knowingly and willfully makes or causes to be
made any false statement or representation of a material fact in
any statement filed pursuant to this section shall be guilty of a fel-
ony and upon conviction thereof shall be fined not more than
$25,000 or imprisoned for not more than five years, or both.

4 Subsection (e) was repealed by section 810 of Public Law 99-660.
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